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HIGHLIGHTS OF BUSINESS IN APRIL 


Weakness in soft goods and the labor difficulties in 
steel and other industries depressed industrial production 
in April. The Federal Reserve index of industrial output 
is estimated to have declined three points in the month to 
217 percent of the 1935-39 average production level; this 
is the lowest point since last August. At the same time, 
however, passenger car assemblies were maintained in 
April at an annual rate of 4.8 million cars, and shipments 
of machine tools rose to an annual rate of more than one 
billion dollars, the highest since the 1942 record of $1.3 
billion. 

On the retail scene, the Federal Reserve Board sus- 
pended all controls on installment buying. This action 
abolished the mandatory requirement of a 15 percent 
down payment on appliances, one-third on automobiles, 
and 18 months to pay off the remainder. In the opinion 
of the Federal Reserve Board, supplies of durables are 
now plentiful enough so that installment credit curbs 
are no longer needed to restrain inflation. 


Wholesale Prices Down 

Wholesale prices have been declining slowly though 
steadily since March, 1951. By the end of April the 
Bureau of Labor Statistics comprehensive price index 
was down about 4.5 percent from the peak level. For the 
month as a whole, only a fractional decline was indicated. 

One result of these price declines was the suspension 
of price controls for a number of commodities at the 
primary producer level as of April 28. Included among 
the commodities, all of which were selling below ceiling 
prices, are cattlehides, calfskins, tallow, lard, soapstock, 
vegetable oils, burlap, and wool. However, the suspension 
order contains a provision for the reimposition of con- 
trols if prices rise to certain levels. 

At the retail level, general price declines have not yet 
appeared. In the month ended March 15, the consumers’ 
price index rose fractionally to 188.5 percent of the 
average level of prices in 1935-39. The divergent trends 
in these two indexes are not as inconsistent as they may 
seem, because it generally takes some months until price 
developments at the wholesale level are reflected at retail. 


Construction Maintains Record Pace 

For the second consecutive time, the value of new 
construction put in place set a record for the month. At 
§25 billion, new construction outlays in April were 8 


percent above the March level —a seasonal increase — 
and 3 percent above the April, 1951, level. 

The increase above last year was largely due to a 17 
percent upsurge of public construction activity, with 
military and naval construction up 159 percent over last 
April and public industrial construction up 67 percent. 
Private building activity, on the other hand, was down 
2 percent although a few components, such as industrial 
building and public utility construction, registered in- 
creases. 

So far this year, construction activity has been main- 
tained at record levels. Total outlays for new construc- 
tion in the first four months of this year amounted to 
$8.9 billion as compared with $8.6 billion for the first 
four months of 1951. However, declines have occurred in 
scattered communities as home building and commercial 
construction have slackened. 


Federal Budget Picture Improves 

The Federal deficit for the current fiscal year ending 
June 30 is now expected to be $5.7 billion instead of the 
$8.2 billion originally anticipated, according to Congres- 
sional tax specialists. Both expenditures and revenues in 
the current fiscal year are expected to be lower than 
predicted in January, but with expenditures dropping 
more than revenues. 

A substantial deficit is still expected for the next fiscal 
year, 1952-53, but the new estimate, $11.7 billion, is also 
considerably below the $14.4 billion deficit figure pre- 
dicted in January. Government receipts are expected to 
run to $68.3 billion, but spending is expected to rise even 
more, to $80 billion, nearly 20 percent above the spending 
rate in the present fiscal year. 


Export Balance Widens 


For the third month in succession, the gap between 
exports and imports widened in March. Exports amounted 
to $1.4 billion, 10 percent above March, 1951, and imports 
came to $963 million, 10 percent below last March. Both 
figures, however, were above the February level, since 
exports of grains and of machinery and vehicles rose as 
did imports of metals and manufactures. 

For the first three months of this year, United States 
exports have exceeded imports at an annual rate of $4.5 
billion. This is almost double the export balance in the 
first quarter of last year. 
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Perspective in the Steel 
Controversy 


The furor that has arisen over the seizure of the 
steel industry obscures the underlying issues. Price and 
wage policies are made to look all awry, calling forth 
new proposals for the abandonment of controls and cur- 
tailment of the right to strike. 

Attention in the press has largely focused on the ques- 
tion of presidential powers. Statements of high officials 
seem to indicate a dictatorial frame of mind. This was 
particularly true of the responses of Holmes Baldridge, 
government attorney, under questioning by Judge Pine. 
He insisted that the powers inherent in the President’s 
office were unrestricted, not to be enjoined by the courts, 
and he added that the government was acting on the basis 
of “expediency backed by power.” Since expediency 
backed by power is the worst form of government action, 
public reaction was severely adverse. 

The government case was immeasurably weakened as 
the issue took this form. The very extremity of Mr. 
Baldridge’s views may in the end prove of public service 
by clarifying the possible use of executive power. All 
this, however, contributes little to the solution of imme- 
diate problems. 


Controversy in the Steel Industry 

The situation in the steel industry illustrates again 
the difficulty of attempting control when the public is not 
convinced that a real emergency threatens. As we have 
indicated in previous issues, there has recently been a 
letdown in the sense of urgency with which economic 
and international affairs are regarded. However lacking 
in justification this change in sentiment may be, however 
temporary it may prove, at the moment it dominates atti- 
tudes and limits cooperation with the control agencies. 

Looking backward, it seems clear that the economy 
was overcontrolled early in 1951, when fears of war and 
inflation were dominant. Even the OPS now concedes that 
developments have made controls unnecessary in many 
industries, and has suspended them for a number of 
products whose prices are well below established ceilings. 

It is difficult to argue, however, that controls were 
unnecessary in the steel industry. This industry presents 
a clear example of the kind of situation in which a 
concentration of demands, both military and civilian, 


created a pressure on prices that ,would tend to drive 
them up out of any reasonable relation with costs. Price 
control is specifically designed in these circumstances to 
remove the opportunity for realizing exorbitant profits, 
It inevitably becomes a form of profit limitation. 

The justification for raising price ceilings to cover 
increased costs cannot be considered clear in any indys- 
try where profits are high. This was the heart of the 
controversy over the Capehart amendment which was 
made a part of the Defense Production Act last summer, 
The amendment provided higher ceilings where costs had 
increased, but only to the extent of increases that took 
place before July 23, 1951. 

The reluctance of employers subject to price ceilings 
to raise wages is commonly regarded as an effective ele- 
ment in stabilization policy. Resistance to wage demands 
cannot, however, be left solely to the process of private 
collective bargaining. If work stoppages are to be mini- 
mized, the government must provide mechanisms for 
mediation and settlement of disputes. 

The wage policies adopted by the Stabilization Board 
are realistic in providing increases to meet the advance in 
living costs. Workers cannot be asked to sacrifice living 
standards under present conditions. Nor can wages be 
rigidly held in controlled industries when they are free 
to move up elsewhere, because it is precisely in these 
industries that the need for maintaining an efficient work- 
ing force is greatest. In the present instance, the WSB 
findings were that the wages of steel workers had lagged 
behind those in other key industries, both in basic rates 
and in “fringe” benefits. Whatever the arguments for or 
against the specific increases recommended, they do not 
provide a sound basis for abandoning efforts to obtain 
an independent determination of the facts. 

The steel industry refused to absorb the increases 
and sacrifice its profits even to the limited extent neces- 
sary after reductions of excess profit taxes. In this respect, 
the industry was more or less in tune with the general 
shift of sentiment; and the government, seeking a com- 
promise, offered somewhat more than was strictly allow- 
able under the Capehart amendment, only to have it 
rejected as inadequate. From the outset the industry had 
succeeded in tying wage and price negotiations together, 
so that any price issue became also a wage issue. By 
refusing to grant the recommended wage increases unless 
fully compensated by price increases, it forced the work- 
ers to take the initiative in shutting down production. 
Both anti-strike sentiment and anti-government sentiment 
were thus adroitly lined up on its side. 


Getting Back to Fundamentals 


In the heat of controversy, there is a tendency to lose 
sight of fundamentals. Among these is the fact that there 
can be no control without a means of enforcement. The 
device of seizure, which President Truman adopted, is 
one that has been used in the past to keep the coal mines 
open and that is currently being used to keep the railroads 
running. This is a device that makes little change im 
actual operations; it has been effective because neither 
labor nor management is willing to stop operations while 
the government is nominally in charge. Aside from the 
possibility that wage and price changes might be put 
into effect, it is litthke more than a legal fiction, or as 
Judge Pine’s decision held, an illegal one. To date, it 
seems to have affected the right to strike more than it 
has any of the prerogatives of management. 


(Continued on page 6) 
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JLLINOIS INDUSTRIES AND RESOURCES 


GREEN LIGHT FOR TELEVISION 


The television broadcasting industry moved into the 
black for the first time in its brief history in 1951, when 


its income before taxes was estimated at $43 million. . 


This compares with losses of $9 million in 1950 and $25 
million in 1949. Also for the first time, networks re- 
ported a greater proportion of gross revenues from tele- 
yision than from standard radio broadcasting. 


lifting the ‘‘Freeze”’ 

Commercial television operation, authorized in 1941, 
did not get under way until after the war, but it was soon 
obvious that the government’s original allocation of TV 
channels was inadequate. Technical problems, including 
the relative merits of several systems of color broad- 
casting, further complicated the picture. In 1948 the 
Federal Communications Commission halted all new 
station installations until it could formulate a master plan 
for channel distribution. 

The final FCC report which lifted the “freeze” on 
station construction was not released until last month. 
At the present time there are only 108 television stations, 
almost ali of them in the larger cities, and television 
broadcasting has been confined to operation in the very 
high frequency (VHF) range of the electronic spectrum. 
The 12 channels available in this range allow no more 
than 400 stations for the country and a maximum of 7 
stations for even the largest metropolitan areas. 

On April 13 the Commission assigned 70 new tele- 
vision channels in the ultra high frequency (UHF) 
range, a relatively unexploited portion of the spectrum. 
This will make it possible for the government to permit 
operation of 2,000 stations in over 1,200 communities 
scattered across the country. Under the allocation plan 
every region in the United States will eventually have 
television service. Three-fourths of the communities 
allotted TV channels will have UHF broadcasting only, 
which cannot be received on present VHF-band sets 
unless a converter is attached. 

Nearly 12 percent of the available channel space, 242 
of the local station assignments, was set aside for non- 
commercial use, primarily for educational purposes. This 
isin contrast to noncommercial use of radio which repre- 
sents not more than 5 percent of the nation’s 3,000 radio 
broadcasting stations. 

Although the FCC expects about 1,000 applications, 
there will be no overnight boom in station construction. 
Processing of applications will start in July, but where 
applications exceed the number of assigned channels in 
acity considerable delay is expected. Probably less than 
a dozen new stations will begin operation in 1952. 


Broadcasting in Illinois 

_ There are now five television stations in the State, 
tour in Chicago and one in Rock Island. The new allo- 
cation plan provides for 65 Illinois stations in 37 cities 
(30 of which will have UHF alone). Only 13 of the 
total number of assignments will be for the VHF range. 


Chicago is scheduled to have 10 stations and Cham- 
paign-Urbana and Rock Island-Moline are each listed for 
five. Peoria will have four stations; Rockford and Spring- 


field will have three; and Carbondale, Centralia, Decatur,. 


and Quincy have each been allotted two. 

The other 27 channel assignments are scheduled for 
towns which are to have only one station. Towns in the 
northern part of the State with one channel include 
Aurora, DeKalb, Dixon, Elgin, Freeport, Galesburg, 
Kewanee, Joliet, Kankakee, LaSalle, Streator, and 
Waukegan. 

In the central part of the State single stations are 
scheduled for Bloomington, Danville, Jacksonville, 
Lincoln, Macomb, Mattoon, and Pekin. Southern Illinois 
towns which have been given only one channel are Alton, 
Mount Vernon, Belleville, Cairo, Harrisburg, Marion, 
Olney, and Vandalia. 

Only three other states — California, Michigan, and 
Texas — have been allotted more stations than Illinois. 
(The State ranks sixth in commercial radio broadcasting 
with 122 stations.) _ 

About 12 percent of the Illinois channel assignments 
were given over to noncommercial purposes, the same 
proportion as in the nation as a whole. Of eight stations 
allotted to Illinois for educational use, only two have 
VHF channels, one in Chicago and one in Urbana. The 
six UHF channels were given to Rockford, Springfield, 
DeKalb, Carbondale, Rock Island-Moline, and Peoria. 


Things to Come 


Television is a relatively young field which is en- 
countering many difficulties and problems, both in tech- 
nical operation and in programming, but it has shown 
outstanding promise for the future. 

Advertising-supported television programming may 
some day be supplemented by pay-as-you-see television 
similar to the Phonevision system of distributing movies 
which was tested in Chicago in 1950. In Phonevision, 
although a regular television transmitter sends the signal, 
a small fraction is withheld to be sent over the telephone 
system. Only a scrambled image is received until the 
patron calls the telephone operator and asks to have his 
set cut in on the program. The service is charged to the 
phone bill. Other techniques for pay-as-you-see television 
avoid the use of the telephone wires, supplying the un- 
scrambling impulses by punch cards and coin boxes. 

A recent technical improvement is the development 
of complete television stations so small they can be 
carried in a shoulder pack. Scheduled for initial use at 
this summer’s political conventions, they are expected to 
add great flexibility to the medium, which has previously 
been unable to broadcast away from the studio without 
elaborate mechanical preparations. By sending picture 
signals to the local station for rebroadcast, these “walkie- 
lookies” will bring a new era to television coverage of 
current events which up to now have usually reached 
TV screens by way of film. 
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STATISTICAL SUMMARY OF BUSINESS ACTIVITY 


SELECTED INDICATORS 


UNITED STATES MONTHLY INDEXES 


Percentage changes spagtanee 1952, to March, 1952 
-30 -20 -10 +10 +20 +30 +40 Perm 
Reel March ange from 
COAL, PRODUCTION 1952 Feb. | Mar, 
1952 | 1951 
ELECTRIC POWER PRODUCTION Annual rate 
in billion $ 
Personal income!............. 257.8 — 0.21 +59 
Manufacturing! 
EMPLOYMENT MANUFACTURING 265. 2* — 5.2] 22 
bin 42.2.» 0.0 | +18.5 
rivate residential.......... +17.4|) —99 
CONSTRUCTION, CONTRACTS Private nonresidential....... 9.3 + 5.9| +27 
17.0 + 6.5 
erchandise exports........ . +10.2 
Merchandise imports....... . 11.6 + 7.9| —12.6 
Excess of exports........... 5.4 + 3.7 |+146.9 
Consumer credit outstanding* 
BANK DEBITS 19.6» — 0.8} +09 
Installment credit.......... 13.1> 0.3) +13 
Business loans®............... 25.6> + 1.0] +11.2 
U.S. Cash farm income’............ 24.5 + 1.7] +12 
FARM PRICES 
Indexes 
| (1947-49 
industrial production? = 100) 
*January, 1952, to February, 1952 Combined index............ 119 — 0.9} —09 
d ct 1 1.1] -5. 
ILLINOIS BUSINESS INDEXES «| 
Manufacturing employment‘ 
March Percentage Production workers......... 103* 0.4] -—34 
1952 Change from Factory worker earnings‘ 
Item (1947-49 | Feb Mar Average hours worked ......| 102 — 0.21] =a5 
=100 Average hourly earnings... .. 124 + + 
) 1952 1951 
Average weekly earnings..... 127 + + 4.1 
; 5 
Coal production? des 83.1 — 7.9 —10.0 Consumers’ price index’....... 112¢ + 0.1 + 1.9 
Employment — manufacturing’. .| 104.7 + 0.5*| — 2.6» 
Wholesale prices‘ 
Dept. store sales in Chicago‘... . 98 .9¢ 63| — 5.4 108 +0.5| 
Consumer prices in Chicago’....| 113.34 | + 0.4| + 1.9 Foods 109 
Construction contracts awarded® 137.0 +51.9 | —11.6 114 
Farm 113.3 — 1.7 — 7.0 Received by farmers 107 > 
Life insurance sales (ordinary)’..| 128.8 | +16.3 | + 4.7 Paid by farmers............ 116 0.0| +29 
Petroleum production”... ....... 94.6 | + 9.0) + 3.4 Parity ratio................ 1004 0.0| —99 
‘Fed. Power Comm.; 7 Ill. Dept. of Mines; * Ill. Dept. of Labor; 1U. S. Dept. of Cor 2 Federal R Bo rd; 2 U. S. Dept. 
* Fed. Res. Bank, 7th Dist.; 5U. S. Bur. of Labor Statistics; *F. W. 
J fA 1 *U. 3. f Labor S ; W. Dodge Corp. 
Dodge Corp.;. Fed. Seasonally adjusted, As of'end of month. © On 1935-99 base, 
* January, 1952, to February, 1952. >» February, 1951, to February, asec on ial indexes, 1910-14 = 100. 
1952. © Seasonally adjusted. 4On 1935-39 base, the index was 192.7. 
n.a. Not available. 
UNITED STATES WEEKLY BUSINESS STATISTICS 
1952 1951 
Item 
Apr. 26 Apr. 19 Apr. 12 Apr. 5 Mar. 29 | Apr. 28 
Production: 
Bituminous coal (daily avg.)......... thous. of short tons..| 1,622 1,533 1,342 1,537 1,644 1,741 
Electric power by utilities........... mil. of kw-hr........ 7,140 7,104 7,154 7,219 7,263 6, 674 
Motor vehicles (Wards)............. number in thous... . . 124.8 121.8 115.9 116.3 124.0 "153.6 
Petroleum (daily avg.).............. re 6,277 6,271 6,271 6,280 6,304 6,069 
1935-39 =100....... 233.8 228.2 145.0 237.6 239.9 231.3 
Freight carloadings................... thous. of cars....... 779 735 691 707 725 825 
Department store sales................ 1947-49=100....... 105 97 111 109 101 101 
Commodity prices, wholesale: 
Other than farm products and foods. . 1947-49 = 100. 113.1 113.2 113.2 113.9 113.9 117.1 
August, 1939 =100.. 293.2 294.2 296.5 297.0 300.3 372.9 
inance: 
Failures, industrial and commercial...number............ 168 188 184 185 164 "162 


Source: Survey of Current Business, Weekly Supplements. 
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RECENT ECONOMIC CHANGES 


Production Lags 


A 3-point drop during April in the Federal Reserve 
index of industrial activity was caused mainly by the 
cut in steel output resulting from labor difficulties in that 
industry.-Production was estimated at 217 percent of the 
1935-39 average. During the second week of April, when 
furnaces were shut down in anticipation of the strike, 
steel output dropped to 62 percent of capacity; and late in 
the month, when workers walked out, the rate was briefly 
down to 52 percent. For the month, the weekly average 
was 83 percent, equivalent to more than 1.7 million net 
tons. Production of the automotive industry had not been 
affected by the steel dispute by the end of April. Car 
output was up substantially from the previous month, but 
the number of trucks assembled was down. During the 
month, more than 411,000 cars and 110,000 trucks were 
produced. 

A recent survey in 10 large cities by the National 
Production Authority indicated that, while stocks of a 
few types of consumers’ hard goods were inadequate, 
inventories of most durables were ample. In the past 
few weeks there have been reports of production cut- 
backs prompted by excessive inventories. Westinghouse 
has cut its output of refrigerators, and General Electric 
has announced sharp cuts in the manufacture of re- 
frigerators, freezers, washing machines, and garbage 
disposal units. 


Credit Declines 


Bank loans to business firms dropped $376 miliion in 
the four weeks ended April 30 to a total of $20.8 billion. 
Almost half of the reduction, $180 million, took place 
during the week ended April 23. 

Consumer credit fell during March for the third con- 
secutive month. The latest decline, $159 million, cut the 
total outstanding to $19.6 billion. Most of the contraction 
resulted from a drop of $124 million in noninstallment 
credit, mainly charge accounts. Installment credit was 
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down by $35 million to $13.1 billion at the end of March. 

As illustrated in the accompanying chart, both types 
of credit have shown a substantially lessened rate of 
increase in the past year. The net increase during 1951 
in consumer credit outstanding was less than $600 million, 
in contrast with increases of $2.5 billion and $3.3 billion 
in 1949 and 1950, respectively. Moreover, the continued 
drop through March of this year, although similar to the 
1951 movement, is in contrast to the behavior of total 
consumer credit outstanding in earlier postwar years 
when March marked the annual upturn. 

In the case of bank loans, the expansion of late 1951 
has been followed by a short period of steadiness or of 
moderate declines. In recent months bank loans have 
moved only between $20.8 billion and $21.5 billion. 

Steps were taken in April and early May to ease 
credit restrictions. The requirement for a 10 percent 
down payment on home improvements has been lifted, 
but Regulation X, which governs the terms of real estate 
purchases, remains in effect. The Federal Reserve Board 
also dropped its program of voluntary credit restraint, 
which was set up in March, 1951, following the post- 
Korea upsurge in loans; and on May 7 it suspended all 
restrictions on installment buying. 


Employment Up Seasonally 

Employment rose between the survey weeks of March 
and April, almost entirely as a result of the spring in- 
crease in farm employment. Unemployment was cut nearly 
200,000. Bureau of Census data, in thousands of workers, 


are as follows: Apri March April 
1952 1952 1951 
Civilian labor force............ 61,744 61,518 61,789 
60,132 59,714 60 ,044 
Nonagricultural............. 53,720 53,702 53,400 
Unemployment............... 1,612 1,804 1,744 
Sales Off 


On a seasonally adjusted base, sales of both manu- 
facturers and retailers dropped during March. Ship- 
ments of manufactured goods totaled $22.1 billion, 5 
percent below the previous month. However, the actual 
difference between sales in February and March was 
small, since the seasonal adjustment did not take into 
account the extra day in a leap-year February. Inventory 
book value remained unchanged for the third month at 
$42.2 billion. Total unfilled orders shrank slightly to 
$62.9 billion as the backlog for durable goods dropped, 
though unfilled orders for some durables subgroups, such 
as electrical machinery and transportation equipment, 
increased, 

Seasonally adjusted retail sales exceeded $12.4 billion 
during March, about 3 percent lower than the February 
level. The largest drop occurred in sales of durable goods, 
down more than 7 percent to $4.1 billion. Declines of 2 
percent to 5 percent were general; for the automotive 
group trade was off 11 percent from February. Moderate 
decreases were the rule in the various subgroups of non- 
durable goods. 


Large Expansion of Capacity 

Total fixed capital investment of corporate businesses 
from 1946 through 1952 will amount to $124 billion. This 
almost doubles the $140 billion gross value of capital 
assets at the beginning of the period, according to a re- 
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view in the April Survey of Current Business. Even 
when the low stated value of the original assets and the 
inflated prices of the additions to capital are taken into 
account, the expansion in productive facilities is im- 
pressive. 

Manufacturing firms will have accounted for almost 
half of the total outlay for fixed capital over the seven- 
year period. The relative size of additions to capacity 
have varied among the industries according to the market 
demand, the state of technology, and the development 
of new products. The largest increases took place in 
machinery and chemicals; capacity in those industries is 
expected to be about doubled over the period. Petroleum 
capacity will have increased about half, and steel capacity 
by 25-30 percent. Industries making new products have 
shown especially large gains; television, electronics, 
plastics, recently developed synthetic fibers, and antibi- 
otics are all included in the class of industries enlarging 
their capacity manyfold. 

In the nonmanufacturing segment of the economy, it 
is anticipated that private electric utilities will have 
raised their aggregate capacity from 50 million kilowatts 
to 86 million kilowatts. 


Textile Difficulties Continue 

The depressed conditions which have prevailed for 
well over a year continue to vex the textile industry. 
Although retail stocks have apparently been cut to man- 
ageable levels, and reductions have been made at in- 
termediate stages, inventories at the mills continue to 
be excessive. In order to forestall further additions, 
production has been cut by about one-fifth and further 
contraction of output may become necessary. The situa- 
tion in rayon is illustrative of what is happening in 
general. In the nine months ended March 31, stocks of 
the rayon manufacturers climbed sharply as shipments 
fell substantially. (See chart.) Some trade circles have 
given up hopes for improvement this spring and are now 
looking for an autumn upturn. 

Within the industry, the New England segment has 
been especially afflicted, since the mills in the South are 
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better situated competitively. Closer sources of supply 
for some fibers, cheaper labor, and more modern build. 
ings and equipment combine to give southern mills ap 
advantage over the older mills in the northeastern states, 


Savings in 1951 

The Securities and Exchange Commission has fe. 
ported that liquid savings accumulated by individuals 
during 1951 were the largest for any postwar year. Of the 
year’s total of $13 billion, nearly three-fourths was saved 
during the second half. The proportion of income put 
into liquid savings last year was considerably higher than 
that of earlier postwar years, 1947 through 1950. 

Holdings of currency and bank deposits rose $58 
billion, of which $2.9 billion went into checking accounts, 
Net purchases of corporate securities were the highest 
since the boom-and-bust year of 1929. Nearly three. 
fourths of the stocks and one-fourth of the bonds sold 
went to individual domestic investors; institutional and 
foreign investors accounted for the rest. Savings through 
United States savings bonds and other securities, on the 
other hand, were off during 1951. Holdings of savings 
bonds were cut by $400 million and other government 
securities by $300 million. 


Perspective in the Steel Controversy 
(Continued from page 2) 


Another of the fundamentals now being disregarded 
is the character of the international situation which made 
the imposition of controls necessary. These controls were 
adopted as a measure of preparedness; and the need for 
preparedness has not in any way changed since their 
adoption. The possibility of a new shift in the situation, 
which would again give the forces of inflation the upper 
hand, makes it undesirable to abandon controls at this 
time. No sound case can be made for entering a period 
of international emergency and inflation without a sys- 
tem of controls and at least the outlines of an organiza- 
tion to administer them. 

But if controls are necessary to make the economy 
function effectively in a future emergency, they are not 
the sole requirement. Conditions have to exist in which 
the cooperative efforts of all major groups will be forth- 
coming. Disruptive of such conditions is the action of 
anti-labor forces that have seized the confusion of issues 
to press the attack upon the labor unions. 

It may be that these groups can succeed in further 
curtailing the right to strike, as they seek to do with 
bills now before Congress and even, over a period of time, 
in undermining the power of the unions. If so, the result 
might well prove disastrous. The unions, while advancing 
the interests of their members, have also been a major 
source of support for our economic and political institu- 
tions. Taking away labor’s rights cannot be a way of 
holding labor’s cooperation. The working force cannot 
be expected to put forth the kind of effort needed ina 
period of emergency if it is forced to perform its duties 
in an atmosphere of hostility and repression. 

The conflict between our national interests and the 
kind of intemperate action now proposed cannot be safely 
disregarded. Without condoning any intemperate or inept 
actions of the past, it would be well to recognize both 
that the stakes immediately at issue are limited and that 
nothing is really to be gained by abandoning, without 
good reason, the established methods of getting things 
done. VLB 
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BUSINESS BRIEFS 


PUBLICATIONS AND DEVELOPMENTS OF BUSINESS INTEREST 


Lightweight Electric Motor 


A new electric motor has been developed which is 
said to weigh only half as much as present motors but 
to have the same amount of power. The General Electric 
Company, maker of the motor, points out that because 
more new motors can be produced from a given allot- 
ment of materials, consumers may be able to buy a motor- 
driven device that would otherwise be unobtainable. The 
new unit is expected to find wide use in homes, factories, 
offices, and on the farm, powering such equipment as 
motorized tools, oil burners, air conditioners, office ap- 
pliances, and commercial refrigeration units. 


Soil Insecticide 


A new insecticide to combat soil insects that attack 
food crops has been approved by the Department of 
Agriculture and will be available for use this season. 
Made by the Shell Chemical Corporation, “Aldrin” is a 
compound of carbon, hydrogen, and chlorine that has 
shown dramatic results in killing such insects as root- 
worms, wireworms, and white grubs which infest the 
soil under crops of corn, small grains, sugar beets, sugar 
cane, and peanuts. Aldrin-treated peanut fields were 
found to yield 40 percent more peanuts than untreated 
fields. It is reported that Aldrin can be used in far 
smaller quantities than any previously known treatments, 
with considerable savings. Two or three pounds an acre 
are said to be enough to last several years, except for 
heavy soils or soils with a high mineral content where 
up to five pounds per acre might be needed. The cost to 
the farmer would run from $10 to $15 an acre. 


Accounting Bulletin 


Accounting and Its Managerial Uses is the title of a 
new bulletin published by the Business Management 
Service of the University of Illinois. The purpose of 
accounting is to provide business enterprises with infor- 
mation essential to reaching decisions and formulating 
plans and policies, and the bulletin tells how to get in- 
formation both from within a business and from outside 
sources. Types of balance sheets, profit and loss state- 
ments, and breakdowns of sales and costs are illustrated, 
as well as reports of operations in all departments of a 
business. 


New Synthetic for Rubber Highways 


The Goodyear Tire and Rubber Company has de- 
veloped an entirely new synthetic rubber powder which 
is said to reduce the cost of rubber highways appreciably. 
Use of rubber in road construction has been held up by 
the additional expense involved, which might be as much 
as $1,000 a mile more than asphalt alone. However, Good- 
year now believes that its 25-year experiments wiih 
tubber roads may lead to low-cost superhighways in 10 
years. The advantage of the new synthetic lies in its fine 
particle size and its ready-mix qualities. It is mixed with 
asphalt in proportions of 1.5 percent to 2 percent rubber 
and the balance asphalt, giving a surface found by an 
independent testing laboratory to be as effective as a 5 
Percent conventional mixture of asphalt and crumbled 
synthetic or natural rubber. 


Farmland Values Rising 


In 1950 farmers reported the highest valuation of 
their property on record, according to an article in the 
April issue of the Agricultural Situation, published by 
the U.S. Department of Agriculture. Preliminary esti- 
mates placed the total value of farm land and buildings 
at nearly $76 billion, an increase of about $43 billion, 
or 125 percent, since 1940. Most of this increase reflects 
the cheaper dollar now, since the general price level 
more than doubled during the ten-year period. As shown 
by the chart, the 1,158 million acres in farms in 1950 
had an average value of $65.45 per acre, and per acre 
values have continued to rise since the 1950 census was 
taken. Further increases are expected to raise the March, 
1952, estimate to about $82 per acre. 

The East North Central states, which include Illinois, 
are listed as having the highest value per acre although 
the percent increase for this region was less than the 
increase for the nation as a whole. In general, values have 
gone up the least in the Northeastern states and the most 
in the Mountain and Pacific Coast states. In total value 
of farm land Texas is the top-ranking state with $6.7 
billion, whereas Illinois ranked fourth. Over two-fifths 
of the total value of farm real estate in the country, 
however, is located in the North Central region. 


FARM REAL ESTATE VALUES 
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Source: Bureau of Agricultural Economics. 


Standards for Surface Measurement 


A joint General Motors-Chrysler engineering staff has 
developed a new standard for uniform precision in 
making surface roughness measurements accurate to one- 
millionth of an inch. The work, based on pure gold 
master blocks, will make possible adoption of uniform 
standards in surface measurement comparable in impor- 
tance to the well-known Johansson blocks for dimensional 


(Continued on page 9) 
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POSTWAR FREIGHT RATE INCREASES 


D. P. LOCKLIN, Professor of Economics 


On April 14 the Interstate Commerce Commission 
issued its report on further hearing in Jncreased Freight 
Rates, 1951, authorizing additional increases in railroad 
rates. These increases represented a 6 percent increase 
over existing rates in Eastern, or Official, Territory, and 
a 9 percent increase elsewhere. Most of the new rates 
became effective on May 2. 

The increases authorized in the latest decision are 
in lieu of smaller increases authorized in April and 
August of 1951 and represent an increase of 15 percent 
in the basic rates in effect béfore the 1951 increases. 
Some commodities were permitted increases of less than 
15 percent, and for many commodities maximum in- 
creases in cents per hundred pounds or per ton were fixed. 
The effect of these maximum increases, or “hold-downs,” 
is to provide smaller percentage increases on long- 
distance hauls in order to lessen the disturbing effects 
of a straight percentage increase in rates. Straight per- 
centage increases, applied without modification or excep- 
tion, would make the aggregate rate increase so great on 
long-distance shipments that existing patterns of indus- 
trial location and market areas might be seriously affected. 


Cumulative Effect of Postwar Increases 

This is the eleventh general increase in rates which 
has been allowed by the Interstate Commerce Commission 
since the end of hostilities in World War II. Even when 
the various “hold-downs” are taken into consideration, 
the latest increases represent an average advance of 78.9 
percent over the rates in effect on June 30, 1946, when 
the series of general increases began, according to esti- 
mates made by the Bureau of Transport Economics and 
Statistics of the Interstate Commerce Commission. Con- 
sidered regionally, the increases average 73.6 percent in 


CHART 1. POSTWAR RAILROAD RATE INCREASES 


INDEX AND TON-MILE REVENUE 


1945 =100 


the Western District; 76.2 percent in the Pocahontas 
Region; 79.6 percent in the Southern Region; and 834 
percent in the Eastern District, where the railroads haye 
made the poorest financial showing in the postwar period, 
These increases are averages; traffic which has not been 
affected by “hold-downs” has been subject to increases of 
as much as 123 percent in the Eastern, or Official, Terrj- 
tory. On traffic affected by the “hold-downs” the increases 
have been less than the average. 

The postwar increases in rates have not produced a 
corresponding rise in the average revenue per ton-mile 
received by the Class I railroads, as is shown by Chart 1, 
Increases in rates from 1945 to 1950 averaged 61.1 per- 
cent. Average revenues per ton-mile increased from 9,67 
mills in 1945 to 13.41 mills in 1950, an increase of only 
39 percent. ; 

Failure of the average revenue per ton-mile to in- 
crease as much as the average increase in freight rates 
is due to a number of factors. Among these are: (1) the 
slowness of state commissions to grant increases in 
intrastate rates to correspond to the increases in inter- 
state rates; (2) increasing diversion to other modes of 
transport of traffic that has been subjected to the greatest 
increases in rates; (3) a drying-up of some sources of 
traffic; (4) voluntary reductions in some rates to prevent 
diversion or drying up; and (5) changes in the compo- 
sition of traffic unrelated to rate changes. It seems likely 
that loss of traffic, or voluntary reductions in rates to 
prevent its loss, have been important factors in holding 
down the increase in average revenue per ton-mile to 
somewhat less than the authorized increases in rates. 


Competitive Position of the Railroads 

‘ The rise in railroad freight rates in the postwar 
period has not been entirely matched by in- 
creases in the rates of motor carriers. The 
latter have advanced less than the former, 
resulting in an increase in the rate advantage 

-_ of the motor carriers. It is apparent, also, that 
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the railroads’ proportion of all intercity 
4 freight is declining. This may be due, how- 
ever, more to the service advantages of motor 
carriers than to their rate advantages. 

In 1945 the Interstate Commerce Commis- 
: sion estimated that the railroads carried 68.23 
percent of the total ton-miles of ° intercity 
freight. In 1950 the railroad proportion was 
58.69 percent. In the same period the share 
carried by motor carriers increased from 5.49 
percent of the total to 12.39 percent. Motor 
traffic in 1945 was affected by wartime re- 
strictions and shortages, but Chart 2 shows 
that even when compared with the prewaf 
period the proportion of total freight traffic 
carried by the railroads has declined. 

The latest increases in rates, like the 
earlier ones granted in the same proceeding 
> in 1951, are not to become an integral part 
of the rate structure. They are to be com 
1 sidered as additional charges, or surcharges, 
and are scheduled to expire not later than 
February 28, 1954. The increases are thus 
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Source: Interstate Commerce Commission. 


1952 considered to be temporary in character, 
granted because of the inflationary wage 
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CHART 2. DISTRIBUTION OF INTERCITY 
FREIGHT TRAFFIC, 1939-1950 
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price conditions which have prevailed, and are to be re- 
moved when conditions will permit. 

Although it is possible that reductions in prices and 
wages and the maintenance of a high volume of traffic 
will permit removal of the surcharges, it takes an op- 
timist to believe that they will really be removed. It is 
much more likely that lower prices and wages would 
be accompanied by decreased industrial production and 
declining traffic, and that still higher rates might be re- 
garded as necessary. The experience of the 1930’s does 
not hold out much hope that a period of falling prices 
would permit a lowering of freight rates. During that 
period, increases in freight rates were made to offset, 
in part, the effects of a decline in the volume of traffic. 
Shippers and consumers cannot look forward with any 
assurance to ultimate relief from the present high rates. 


Effect on Railroad Earnings 


- Although the latest increases bring no joy to shippers 
and consumers, they come as a relief to the railroads 
which have been faced with rising operating costs. The 
Interstate Commerce Commission estimates that the in- 
creases will yield $281,000,000 of increased net railway 
operating income after taxes. It is interesting to note, 
however, that to produce this addition to net railway 
operating income, rate increases are authorized which 
are estimated to yield $679,000,000. of additional revenues, 
of which $306,000,000 will go to the Federal government 
in the form of additional income taxes from railroad 
corporations. The increase of $281,000,000 in net railway 
operating income, if realized, will represent a 30 percent 
increase over that of 1951. 

If we can assume that prices and wages will stabilize 
at about their present levels, the future financial posi- 
tion of the railroads will depend largely on what hap- 
pens to the volume of traffic. A substantial decline in 
industrial output would again put the railroads in an 
WMsatisfactory earning position. Further diversion of 
traffic to other means of transportation, changes in pro- 
duction and marketing designed to avoid high trans- 
portation rates, or voluntary reductions in particular 
fates to stave off such developments may prevent the 
railroads from maintaining the level of earnings at 
Present anticipated. It is not impossible, however, that 


general economic developments may take a course that 
will maintain or even increase railway earnings. 


Business Briefs 
(Continued from page 7) 

measurement standards. Without established standards 
for surface finishing, each company more or less set up 
its own and it was often difficult, if not impossible, for 
parts to be matched or components from different shops 
used in precision production. The seven-year cooperative 
engineering project for improving the quality of machined 
parts will have far-reaching importance in synchronizing 
precision production for national defense as well as for 
civilian manufacturing. 


New Resin Finish Improves Rayons 


A new textile resin, which is said to impart durable 
water repellence, as well as stain, crush, and shrink 
resistance, is being marketed by the Sun Chemical Cor- 
poration, New York, N.Y. The new product, called 
“Noraset,” can be applied, in one operation, on regular 
finishing plant equipment to virtually all synthetic goods. 
It is permanently set in the fabric and does not affect 
porosity. Most finishing today involves the use of a water 
repellent, a shrinkage control agent, and a crush-resistant 
agent to obtain the desired effect, whereas with Noraset 
this is accomplished with a single application. 


Insulating Varnish 


A new all-purpose electrical insulating varnish has 
been developed by General Electric’s chemical division. 
Suitable for treating motor and generator cores and 
windings, magnet coils, and transformer windings, it 
can be applied to rotors with speeds up to 10,000 r.p.m. 
and is suggested for use on a wide variety of electrical 
equipment. It is an oil-modified phenolic varnish which 
cures thoroughly and gives high bonding strength with 
a smooth wrinkle- and bubble-free surface. If necessary, 
it can be thinned with petroleum spirits. 


Oxygen-Making Device 

The Joy Manufacturing Company, a leading manufac- 
turer of mining machinery, is now producing an oxygen- 
making device that will permit industrial users to make 
their own oxygen at savings up to 50 percent. The new 
semi-portable oxygen generator produces gas 99.5 per- 
cent pure, compared with the 90 to 95 percent purity 
usually attained in big tonnage oxygen plants. It is the 
result of nine years of research dating from a United 
States Air Force request for an -», %en generator that 
could be carried by an airplane. - Joy machine does 
not rely on chemicals, but compresses air, producing heat 
which is withdrawn with the help of honeycombed heat- 
exchanging tubes. As the air is cooled, it gradually begins 
to separate into its component parts, which vaporize at 
different temperatures so that the oxygen can be drawn 
off separately. 


Adhesive for Packaging 


Swift and Company reports that it has perfected a 
new adhesive which will both seal tight and open easily. 
The product is currently employed in palletizing freight 
shipments and warehouse storage piles. It is said to be 
strong enough to hold stacked merchandise and to break 
cleanly and swiftly in unstacking. 
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LOCAL ILLINOIS DEVELOPMENTS 


Increases over February were general in March 
indexes of business activity; seasonal factors were im- 
portant in many of the changes. Construction contracts 
awarded rose sharply as the spring upswing began. Steel 
production in the Chicago district rose 10.8 percent over 
February to a total of 1,991,000 tons. Steel mills operated 
at 105.6 percent of capacity, the highest rate in the last 
six months. Coal production, bank debits, and department 
store sales showed the chief declines from the previous 
month. 


Retail Sales 


Estimated retail sales in the State in 1951 reached 
a new peak of $9.8 billion. The total represented an in- 
crease of 6.4 percent over the 1950 high. Downstate 
[llinois, with an increase of 6.9 percent, made a slightly 
better showing than Cook County, where sales were up 
by 6.1 percent. In 15 counties, eight of them in the 
southern part of the State, estimated sales for 1951 were 
more than 10 percent higher than in 1950. (See chart.) 
Sales in Massac County registered the largest increase, 
45.8 percent, over the previous year. Part of the reason 
for the large increases in the southernmost counties is 
the construction of an Atomic Energy Commission plant 
at Paducah and the building of a large power plant at 
Joppa for the AEC project. Only seven counties reported 
declines during 1951. 


RETAIL SALES PERCENTAGE CHANGE, 
1950 TO 1951 


UP 10% OR ont 


UP 5-9.9% 
UP 0-4.9% 


DECREASE 


Source: Illinois Department of Revenue. 


Construction Awards Up Seasonally 

Construction contracts awarded during March totaled 
$72.7 million. The spring upturn raised the March total 
52 percent over the February level. All major groups 
showed large advances; nonresidential building was up 
71 percent and residential construction rose by 59 percent, 
Public works and utilities contracts let were 12 percent 
higher. In the nonresidential category, the value of con- 
tracts for commercial buildings had more than doubled, 
and the value for manufacturing buildings was one-third 
higher than in February. 

Year-to-year changes, however, showed a general 
decline. Total awards were off by 11.6 percent from the 
level of March, 1951, with a 12.1 percent drop in resj- 
dential construction the main factor. Substantial de- 
creases occurred in nonresidential and public works and 
utilities, which were down 13.7 percent and 5.2 percent, 
respectively. 


Mixed Price Movements 


Consumers’ prices in Chicago rose fractionally (04 
percent) during the month ended March 15 to 192.7 per- 
cent of the 1935-39 average. Prices for food, apparel, and 
rent showed the largest increases, but in no case was 
the advance as much as | percent. Other classifications 
showed very little, if any, change. 

Food prices in Peoria and Springfield have eased 
somewhat since mid-January, according to recent BLS 
releases. In Peoria, food prices fell 1.2 percent from 
February 15 to March 15; nearly all major products were 
selling at lower prices on the later date. Cereals and 
bakery products and beverages were the main exceptions. 
Meat, poultry, and fish prices were down by 1.4 percent; 
egg prices dropped more than 12 percent. Springfield food 
prices were off 1.6 percent between mid-January and 
mid-February. Substantial drops occurred in the prices of 
eggs and fresh fruits and vegetables. 

Prices received by Illinois farmers declined 1.7 percent 
during the month ended March 15 to 291 (1910-14 = 100). 
Crops (down 3.8 percent) and livestock and products 
(2.3 percent lower) showed sizable decreases. Since prices 
paid (including interest, taxes, and wage rates) were 
unchanged, the parity ratio for the State dropped 2 points 
to 101. 


1952 Highway Program 


The 1952 program of highway construction and im- 
provement is now under way. Included in this year's 
plans are an additional 175 miles of concrete pavement, 
almost 1,000 miles of bituminous surfacing on existing 
roads, and nearly 200 large bridges and other projects. 
Estimates of outlays for the program range as high as 
$90 million, the largest annual expenditure on record for 
the State. 

Part of the cost may be met out of receipts from the 
higher licensing fees for trucks which became law last 
July. So far, no additional revenue has been obtained 
from the increased fees because of the injunction ob 
tained in November by truckers. Recently the Illinois 
Supreme Court upheld the constitutionality of the law, 
but an appeal is still to be heard. The law was expected 
to make available an added $20 million this yéar im 
State highway revenue, to be matched by a similar sum 
from the Federal government. 
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COMPARATIVE ECONOMIC DATA FOR SELECTED ILLINOIS CITIES if 
March, 1952 ies 
Electric | Estimated 
Building Depart- Bank Postal 
totaled Permits! Retail ment Store | Debits! Receipts! 
h total (000) (000 kwh) (000) Sales* (000,000) (000) 
groups 
vas up 
ercent, ILLIN Feb., 1952....| +92.4 -0.9 +9.7 +20.1 +8.3 
percent Mar., 1951...] —49.7 +5.3 +1.6 —11.4 —1.4 +0.2 
$16,011 733,465 | $360,497 $11,292 $10,770 
e-thind Chanee Feb., 1952....| +98.4 -0.6 +8.1 +21.1 +8.7 
om Feb., 1952....| . +6.7 +9. +15. 
n resi- Percentage Change from 1951...| | +8.6 42.2 
eb., 1952....| +63.3 
ks and Percentage Change from 1951...) +114 -~9.6 -3.0 +131 
Feb., 1952....]  +7.7 ; 
Percentage Change from 1951...| —25.5 +10.2 —12.8 +33:1 
$ 125 na ,170 na $ 30 
y (04 Feb., 1952....| —20.9 4.6 +6.9 ~0.9 
Percentage Change from 1951...]| —56.7 +6.8 —11.7 —8.1 
$ 621 18 ,680 $8 ,760 $ 35> $ 151 
el, and Feb., 1952....| —6.3 41.8 ~0.2 na +8.7 +14.0 
was Percentage Change from...) 1951...| —38.0 +18 +0.6 -~3.0 +166 
‘ations $2,740 27,961 $14,270 $ 138 $ 191 ay 
Feb., 1952....| +713.1 +23.6 +14.3 +0.9 
{Mar, 1951...| +124.2 +5.4 —11.3 —5.3 +4.0 
| CENTRAL ILLINOIS 
Tom $ 137 5,972 $4,541 52 114 
were Feb., 1952....| —18.5 —4.5 na +111 
Percentage Change from. 1951...| —59°7 +20.0 +9.8 
: Champaign-Urbana........................ $ 194 8,102 $6,307 $ 51 $ 83 
1952....| 40.0 40.6 na +7.5 +4.8 
roemt; Percentage Change from...) 4951...| +8.0 45.2 -4.0 42.9 
$ 214 7,695 $5,160 $ 41 $ 52 
y and Ch Feb., 1952....| +98 1 —0.3 +0.6 +386 +12.1 +17.8 
ces of 1951...) 432.1 +12.4 +10.7 —6.0 —5.3 +9.5 
$ 204 20,283 $8,144 $ 92 $ 106 
ercent Feb., 1952....| +55.7 -6.1 421.7 +16.0 +12.9 
100) ercentage Change from...) 1951...| +1082 +15.8 44.5 —14.4 -3.8 +12.0 
Feb., 1952....| +108.0 41.1 na. 
Percentage Change from... {Mar’ +9.4 +2.8 +25.2 
$ 408 47,003° | $15,576 $ 208 $ 205 
f Feb., 1952... +9.4 -0.6 +0.6 +14.1 +8.2 +6.6 
ercentage Change from...) Mar 1951...| —75.2 +0.2 +19 off. -0.6 +5.6 
ce $ 121 6,797 $4,223 $ 35 $ 70 | 
Feb., 1952....| —31.4 -7.0 +2.4 +14.0 +5.9 
ercentage Change from {Mer 1951...| —22.4 +0.8 +3.0 ~20.0 -6.7 | 
$ 348 24,854° | $11,708 $ 90 $ 222 
year’s Feb., 1952....| +7.4 +0.4 1.0 +17.5 +10.1 +0.8 
ercentage Change from. . . (Mar 1951...| +462.6 +17.6 +7.5 +9.1 —2.4 +10.7 
$ 219 11,676 $8,252 $ 124 $ 55 
gh as Feb., 1952....| +63.4 —4.2 5.0 na +3.9 +5.1 
-d for ercentage Change from 1951...| +69.8 +10.9 —10.9 +4.9 
Feb., 1952....| +247.6 +8. +4. na —12. 
Percentage Change from. . 1951...| +145.4 +08 +8.6 -6.2 +10.8 
“REALE $ 63 5,056 $3 ,590 na. $ 38 
ained Feb., 1952...||  —30.0 +8.3 $3.7 naa. 42.4 
n ob- ercentage Change from. 1951...| —23.2 410.1 +5.6 +6.6 
linois —_ 
- law, Sources: ' U, S. Bureau of Labor Statistics. Data include Federal construction projects. * Local power companies. * Illinois De- 


cted partment of Revenue. Data are for February, 1952, the most recent available. Comparisons relate to January, 1952. * Research 
ati Departments of Federal Reserve Banks in Seventh (Chicago) and Eighth (St. Louis) Districts. * Local post office reports. j 
ar im * Total for cities listed. 
sum Moline only. 
* Includes immediately surrounding territory. 
na. Not available. 
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